
Accepted Manuscript

Effectiveness of macroprudential policies under borrower heterogeneity

Maria Teresa Punzi, Katrin Rabitsch

PII: S0261-5606(17)30231-0
DOI: https://doi.org/10.1016/j.jimonfin.2017.11.008
Reference: JIMF 1860

To appear in: Journal of International Money and Finance

Please cite this article as: M.T. Punzi, K. Rabitsch, Effectiveness of macroprudential policies under borrower
heterogeneity, Journal of International Money and Finance (2017), doi: https://doi.org/10.1016/j.jimonfin.
2017.11.008

This is a PDF file of an unedited manuscript that has been accepted for publication. As a service to our customers
we are providing this early version of the manuscript. The manuscript will undergo copyediting, typesetting, and
review of the resulting proof before it is published in its final form. Please note that during the production process
errors may be discovered which could affect the content, and all legal disclaimers that apply to the journal pertain.

https://doi.org/10.1016/j.jimonfin.2017.11.008
https://doi.org/10.1016/j.jimonfin.2017.11.008
https://doi.org/10.1016/j.jimonfin.2017.11.008


  

Effectiveness of macroprudential policies under borrower
heterogeneityI

Maria Teresa Punzia,∗, Katrin Rabitschb

aVienna University of Economic and Business, Institute for International Economics and Development.
bVienna University of Economic and Business, Institute for International Economics and Development.

Abstract

We study the impact of macroprudential policies using a novel model which takes into account
households’ ability to borrow under different loan-to-value ratios which are tied to their col-
lateral values. Such model generates a larger amplification in real and financial variables,
compared to standard models that assume homogeneity in the leveraging and deleveraging
process.

Conditional on this model, we consider the implications of macroprudential policies that
aim to lean against an excessive credit cycle. In particular, we allow macroprudential author-
ities to tighten excessive lending to higher leveraged households, whose riskiness had been
evaluated too optimistically. We find that a policy that targets only the group of households
that most strongly deleveraged after an adverse idiosyncratic housing investment risk shock,
is welfare-improving at social and individual levels, relative to a macroprudential policy which
targets all households in the economy.
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